This series presents research findings based either directly on data from the German Socio-Economic Panel Study (SOEP) or using SOEP data as part of an internationally comparable data set (e.g. CNEF, ECHP, LIS, LWS, CHER/PACO). SOEP is a truly multidisciplinary household panel study covering a wide range of social and behavioral sciences: economics, sociology, psychology, survey methodology, econometrics and applied statistics, educational science, political science, public health, behavioral genetics, demography, geography, and sport science.
Introduction
Magnitudes of papers have examined the outcomes of self-employment with a special focus on monetary rewards. Individual utility, however, is not solely determined by pecuniary aspects. In fact, the results presented in Hamilton (2000) suggest that there are substantial nonpecuniary benefits of self-employment. Benz and Frey (2008) described that individuals derive utility from independence in self-employment. Ryan and Deci (2000) showed that self-determination can be characterized by the degree of autonomy, individual competence, and need to be respected within social groups. This paper contributes to the question of how individual prestige in paid employment affects the decision to become self-employed.
The own relative standing and income comparisons have reached attendance in studies on interdependent preferences and subjective well-being (see, e.g., Hamermesh, 1975; Frank, 1985; Easterlin, 1995; Clark and Oswald, 1996; Clark et al., 2008) as well as in papers on economic behavior (see, e.g., Pfeifer, 2010) . Card et al. (2010) analyzed the impact of relative standing on satisfaction with the job and the probability of looking for a new job. 1 Pfeifer and Schneck (2011, 2012) argued that job mobility is negatively correlated with individual utility and showed that direct mobility between establishments is affected by relative wage positions. As self-employment can be viewed as an alternative to mobility between jobs, similar arguments are expected to hold for the propensity to become self-employed in the near future. Growing number of studies on nascent entrepreneurship which aim to improve the understanding of individual start-up efforts (Davidsson, 2006) are revealing the importance of this particular strand in the literature. Although status is considered to be an important factor in entrepreneurial motivation (Carsrud and Brännback, 2011) , the literature lacks an analysis of how current relative standing in paid employment affects individual start-up efforts. This paper fills the gap by analyzing the relationship between relative wage positions in paid employment 1 The authors also provide a more comprehensive survey of the literature on relative pay comparisons. 1 and the motivation to become self-employed.
Using unique German panel data, this study has contributed empirical findings to the effects of comparison income on the propensity to become self-employment among German males aged between 19 and 55 years. The sample comprised 7,211 observations on 4,308 blue-and white-collar workers in the periods 1999, 2001, 2003, 2005, 2007, and 2009 . A significant U-shaped effect with respect to the relative wage position was found to be evident. In the context of the literature on relative wage positions, this can be explained in the way in which workers at the bottom of the wage distribution have concerns about their low status, and therefore, are planning to become self-employed. Workers in high positions, in turn, suffer few career advancement opportunities at the current employer and might consider self-employment as a possibility to improve their own career. This explanation approach, which basically relies on individual utility, is supported by the finding that an inverse U-shaped relationship is evident when utilizing job satisfaction as the dependent variable. For this reason, the analysis also shows that the assumptions of Pfeifer and Schneck (2011) are reasonable in the context of self-employment.
The paper proceeds as follows. In the next section, the main hypotheses are introduced and the theoretical background is discussed. Section 3 describes the data set and the imposed restrictions. Section 4 presents and interprets the empirical findings, while Section 5 provides the conclusion.
Theoretical Background and hypotheses
Standard economic literature explains that individual utility is mainly determined by absolute wages, whereas increasing wages increase individual utility. This paper, however, refers to relative wage positions that rely on income comparisons with an individually defined reference group. Other peoples' income is a remarkably important determinant in studies 2 on subjective well-being (Clark et al., 2008) . If the own wage is held constant, lower wages of comparable individuals might increase individual utility because it allows for downward comparisons which might be perceived as of high status (status effect). Among a bulk of studies, Clark et al. (2008) corroborated that higher relative wage positions increase the well-being. However, the relative wage position can also provide information about own future prospects (Hirschman and Rothschild, 1973; Clark et al., 2008; Card et al., 2010) .
In other words, the higher the relative wage position is, the lower is the future advancement opportunities, because one is already high up in the pay scale. Higher comparison income, thus, might reduce individual utility if the individual obtains utility from career advancement opportunities. The literature refers to this kind of upward comparison as the signal effect, because other individuals provide a signal about the own fortune in the future. For a more detailed discussion on the status and signal effect, one can refer to Clark et al. (2009) , in which the authors also present evidence in favor of the signal effect.
This analysis aims to describe whether good fortune of the reference group introduces jealousy (status effect) or increases individual utility by signaling bright future career prospects (signal effect). Note that status effect and signal effect are contradictory, because workers in high relative wage positions have high status, but few career advancement opportunities. For workers in low relative wage positions, the reverse is true. Most studies only refer to the average effect of the relative standing in the considered samples which allows to conclude about whether, on average, the status effect or the signal effect is dominant. As the effects of relative wage positions on the start-up effort are ambiguous, this paper contributes an analysis of the effect of relative wage positions on the propensity to become self-employed. The paper also goes beyond the scope of most of the studies because of the specially focus on individuals in very low and very high relative positions. This is important because individuals with lowest relative standing are not able to obtain any utility from status while those in the highest positions do not obtain utility from 3 signal. For this reason, the paper analyzes whether status or signal are more important in these positions. So far, most of the studies refer to linear effects, which, however, might be misinterpreted if one group obtains utility primarily from status and another group accumulates utility basically from signal within the sample. Thus, the linear effects only indicate which of the effects, on average, are dominant in the whole sample, and do not refer to possible heterogeneity within the sample.
In order to address the consideration above as well as the established literature on the effects of relative wage positions, two main hypotheses are derived which basically rely on an inverse relationship between the propensity to become self-employed and individual utility. The nonlinear relationship in hypothesis 2 allows for the possibility that workers at the top and workers at the bottom evaluate the status effect and the signal effect in a different manner.
Linear effects:
(a) Are workers in high relative wage positions more satisfied because of high status and, as a consequence, less concerned about future self-employment? In this case, the status effect dominates the signal effect.
(b) Are workers in high relative wage positions less satisfied because of low future career prospects? Then, workers with high standing are more engaged in becoming self-employed. The signal effect, then, dominates the status effect.
Nonlinear effects:
(a) Is the relationship between relative wage positions and the propensity to become self-employed U-shaped? In this case, workers with low relative standing are more concerned about status, and thus consider self-employment as an exit from low status, while workers in high relative wage positions suffer few career prospects that outweigh the high status of these workers. So far, the paper has only addressed the aspect of prestige within social groups, and has not referred to the remaining determinants of self-determination as cited by Ryan and Deci (2000) . The present study accounts for the individual competence by examination of different hierarchical levels of workers. Workers with allowance for guidance, however, might be less concerned about self-employment because of the permission to control coworkers, although it is reasonable to expect that even workers at the highest hierarchical levels are subject to instructions and are not completely self-determined in firms. This effect might be counteracted by an opposing human capital effect. Specifically, workers in high hierarchical positions are usually familiar with managerial tasks, and acquire competence about leading departments or whole companies, which subsequently alleviates self-employment. Individual autonomy is, to some extent, addressed by the size of the firm, because Wagner (1997) had showed that employees in smaller firms tend to have lower institutional possibilities to participate in the decision making process. Less participation also restricts individual autonomy within a firm. Larger firms, in turn, are characterized by a more decentralized process of decision making, which allows for more individual autonomy. Entrepreneurship, moreover, is accompanied by opportunity costs of being self-employed, when compared with being employed (Amit et al., 1995) . Such effects are accounted for by inclusion of the current wage. Controlling for the absolute wage also accounts for the effect that absolute compensation also contributes to individual's utility.
3 Data and methodology
The analysis of relative wage positions and self-employment is at the early stages of development, because it is problematic to find any data that contain information on entrepreneurial motivation, individual reference groups, and individual wages. The Gründerpanel of the Institute for Small Business Research in Bonn (Kranzusch and Kay, 2011) or the Global Entrepreneurship Monitor data (Brixy et al., 2011) lack detailed information on individual wages. 2 Matched employer-employee data, such as the linked employer-employee data set of the Institute for Employment Research (Jacobebbinghaus, 2008) , include direct information on colleagues as reference group and wages, but lack information on the start-up effort.
The German Socio-Economic Panel (SOEP; see Wagner et al., 2007) has been utilized in this study because it contains wage-related information, questions on the intension to become self-employed, and job-specific characteristics, which have been applied to generate comparison groups. As a result, the data allowed for the analysis of the effects of relative wage positions in the decision process of becoming self-employed.
The underlying data set only focuses on male German citizens in blue-and white-collar jobs. The study on males is reasoned by the fact that income comparisons seem to be more important for the subjective well-being of males, when compared with females (Mayraz et al., 2009 ). In addition, labor market participation issues are reduced when only focusing on males. The data have been further restricted to individuals between 19 and 55 years of age. The upper bound is reasoned in the short amortization period of self-employment for older individuals. As a consequence, older individuals might be more concerned about (early) retirement than about self-employment. The lower bound has been chosen because schooling degrees are usually achieved at this age. For information related to individual wages, the SOEP questionnaire has been employed, which asks respondents about their monthly earnings from work in the last month. It must be noted that this study has only focused on workers with a gross wage of at least 400 Euro in the last month. 3
The variable of main interest in this study refers to the future self-employment. The original question in the wave 2003 is as follows: How likely is it that the following career changes will take place in your life within the next two years?
-have become self-employed and/or freelance, and/or self-employed professional?
Subsequently, the respondents have to reply based on an eleven-item ordinal scale ranging from zero (definitely not) to 100 (definitely). Note that this question was included in the SOEP questionnaire in the waves 1999, 2001, 2003, 2005, 2007, and 2009 . In the consecutive analysis, this variable has been used as the indicator for the intension to become self-employed and as the dependent variable.
Insert Figure 1 about here
The following brief descriptive part is to introduce the underlying data. First, dummy variables were assigned to individuals who indicated affiliation to a particular wage quintile in year t. Figure 1 illustrates that the highest wage earners (in wage quintiles four and five) have the highest motivation to become self-employed, followed by the workers with lowest wages (in wage quintiles one and two). The Figure demonstrates a U-shaped relationship with respect to the relative wage position, and therefore, is in line with hypothesis 2a. On an average, the smallest start-up effort has been observed in wage quintile three. However, 3 Original question (changes slightly over time): How high were your earnings from work last month? Do not include any special payments you may have received last month such as vacation bonuses or back pay, but do include pay for overtime. If possible, please give both: your gross earnings, i.e., your pay before taxes and social contributions are taken out; and your net earnings, i.e., the amount you receive after taxes and contributions for pension plan, unemployment and health insurance. The consumer price index surveyed by the Sachverständigenrat zur Begutachtung der gesamtwirtschaftlichen Lage is applied to deflate the nominal wages (ZR 084; 2005 = 100). Wages in 1999 and 2001 are divided by 1.95583 because the questionnaire refers to wages in DM instead of Euro.
it must be noted that the intention to become self-employed is very small in the sample.
The average propensity to become self-employed in the data is 8.93 (see Table 4 ), and thus, the clear tendency towards not becoming self-employed at all is evident.
Literature on wage comparisons suggests that individuals compare themselves most likely with colleagues (Clark and Senik, 2010) who are not identifiable in the data. Mayraz et al. (2009) also utilized the SOEP and showed that individual comparisons within professions are important. Based on this finding, in the present study, it has been assumed that workers compare themselves to workers with similar tasks. This reference group is, however, a very crude one. Table 1 shows the definition of low, medium, and high positions account for hierarchical differences and professional tasks. Based on these hierarchical positions, measures indicating the relative wage position of individual i in period t by hierarchical position pos have been generated.
Insert Table 1 about here Self-determination might also be affected by the firm size. Wagner (1997) showed that smaller firms tend to have a more centralized decision making process, when compared with large companies. This reduces autonomy considerably and might increase the startup effort of workers, especially in smaller firms. Therefore, four categories indicating the workforce have been defined, which are assumed to characterize firm-specific differences.
A detailed description of these categories is presented in Table 2 . Accordingly, this information has been used to define the relative wage positions of worker i in period t, position pos, and firm with workforce f size. 4
Insert Table 2 about here  Table 3 describes the measures for the relative wage position of individual i in wave t which have been applied in the following multivariate analysis. The measures for the relative wage positions have been defined in analogy to Pfeifer and Schneck (2012) and Brown et al. (2008) . The main difference is that the rank accounts for the ordinal distance across workers, while the range accounts for the cardinal wage difference between worker i in period t and the lowest wage earner in period t. That is, workers are sorted in an ascending series in accordance to their absolute wages. While the rank only takes account of the position, the range also considers wage differentials across individuals in Euro. As the measures for the relative standing might be affected by the sheer number of observations and outliers in period t, respectively, both variables have been normalized to lie within the unit interval. However, individuals in rank (range) zero have been observed to have the lowest relative standing in period t, while employees in rank (range) one occupy the highest relative wage position. Note that workers may not know the exact wages of other workers: "All we can say is that people act as though they are able to form a reasonable estimate of where, as individuals, they lie in the pay ordering and the range" (Brown et al., 2008, p. 379) .
Insert Table 3 about here To consider the ordinal nature of the dependent variable, ordered probit estimation was conducted to conclude about the effects of the relative standing. The prevalence of individualspecific effects was tested by the application of the Breusch-Pagan Lagrange multiplier test (Breusch and Pagan, 1979) , which is based on linear regression models, instead of ordered probit models. The null hypothesis of no individual heterogeneity was rejected at the 1 percent level for all specifications. For this reason, unobserved heterogeneity was controlled for by application of the random-effects ordered probit estimator (Greene, 2011, Chapter 18) . A large set of control variables was included to control for age, individual human capital (tenure, educational degrees), labor market status (dummy variable for blue-collar workers), part-time work (dummy variables for working hours), unemployment, marital status, annual effects, and regional effects. As already discussed earlier, opportunity costs of self-employment were accounted for by the current wage. To account for the different levels of autonomy in paid employment, the effects for different sizes of companies were controlled for. Individual competence was modeled by dummy variables for different hierarchical positions. Table 4 presents the descriptive statistics of the variables included in the multivariate analysis by hierarchical positions.
Insert Table 4 about here
Results
This section consists of two parts. The first part describes how relative wage positions affect intensions to become self-employed while the second part examines the effect of relative wage positions on satisfaction with the job. Table 5 refers to the linear effects mentioned in Hypotheses 1a and 1b. Although statistically insignificant, all specifications presented a negative coefficient for the rank and range measures, which can be interpreted in the way that higher relative wage positions lower the propensity to quit a job for self-employment in the near future. The results, thus, are in favor of Hypothesis 1a, where the status effect is the predominant one. Higher relative standing introduces satisfaction because of high status, which, then, is expected to decrease the propensity to become self-employed in the near future.
The dummy variables for low and medium positions were negative, but not significant in all specifications. This implies that workers in low and medium positions are less likely to become self-employed in the near future, when compared with workers in high hierarchical positions with allowance for guidance and managerial tasks. On the one hand, this can be explained with human capital, because already obtained managerial skills are expected to alleviate self-employment. On the other hand, workers also might seek for even more competence in the sense of controlling the environment, although workers in high positions already have allowance for guidance. The coefficients for the size of the firm, which are used as proxy for autonomy, revealed that workers in smaller firms exhibit higher effort to become self-employed than those in large companies with more than 2,000 workers. 5
This shows that less autonomy increases considerations about self-employment. Basically, the results are in line with Benz and Frey (2008) who discuss the importance of individual independence in self-employment. With respect to the components of self-determination in Ryan and Deci (2000) this implies that workers consider self-employment as an exit of low perceived autonomy, of subjectively underrated individual competence, and of low status within social groups. The effect of observed wages of individual i in period t was found to be positive and statistically significant in specifications (1) and (4). Opportunity costs, however, might play a minor role in planning self-employment which is also supported by the statistical insignificance in specifications (2) and (3).
Insert Table 5 about here The analysis of possible nonlinearities, presented in Table 6 revealed a more distinctive picture, when compared with those presented in Table 5 . The quadratic specifications adverted to a U-shaped relationship between relative wage positions and the propensity to become self-employed, which translated into an insignificantly negative effect in the linear specifications. Note that the log likelihood of the nonlinear models are slightly smaller in absolute values, indicating that these models fit the data better. The effects of competence (positional dummy variables), autonomy (workforce dummy variables), and w it were relatively robust, when compared with those presented in Table 5 . An exception is the estimated coefficient for workers in low positions because this effect was positive in specification (1) of Table 6 and negative in specification (1) of Table 5 . In addition, the coefficients for w it were statistically significant in all specification of Table 6 .
Insert Table 6 about here With regard to the effects of the relative wage positions, the results suggest a significant U-shaped relationship. The results, thus, are in line with Hypothesis 2a. Workers in low relative wage positions are found to be more concerned about their low status, which, in turn, increases the likelihood of self-employment. Employees with high relative standing seem to be more concerned about the lack of future career prospects in paid employment and consider self-employment as a next step on the individual career ladder. The corresponding minimum values of the presented specifications in Table 6 are 0.73 (rank it,pos ), 0.62 (rank it,pos,f size ), 0.73 (range it,pos ), and 0.60 (range it,pos,f size ). This implies that workers who are able to conduct downward comparisons (more than half of the workers have lower relative standing) and, in addition, have some career advancement opportunities (there is still a considerable share of workers in higher positions) exhibit the lowest start-up effort.
In sum, the results show that lower autonomy and more centralized decision making processes in smaller firms increase individual start-up effort. Competence, the second major determinant of self-determination mentioned by Ryan and Deci (2000) , is shown to affect entrepreneurial motivation such that workers with managerial tasks even try to obtain more control via self-employment. This result is also in line with the hypothesis that managerial tasks and the allowance for guidance in paid employment alleviate selfemployment. The main focus of this study is on the analysis of how relative wage positions affect the propensity to become self-employed. The insignificant evidence in favor of a linear status effect stems from a more distinctive relationship because it has been shown that both status as well as signal matter when planning to become self-employed. Precisely, the nonlinear specifications show that workers in middle wage position are less concerned about self-employment, while those in high and low positions exhibit higher start-up effort.
The results, thus, are in line with Hypothesis 2a.
The U-shaped relationship between start-up effort and relative wage positions is in line with the one reported in the study of Pfeifer and Schneck (2011) that analyzed direct mobility between establishments. The authors argued that mobility is negatively correlated with individual utility and stated that individuals obtain utility from both status as well as signal. The explanation approach in this paper is based on the similar argument that the propensity to become self-employed stems from low utility (dissatisfaction) with the current job and, thus, is an inverse measure for utility. The SOEP has included information on satisfaction with the job, which is frequently used as proxy for individual utility, because Freeman (1978) showed its importance as an economic variable. The data, thus, is adequate to examine whether the assumption of an inverse relationship between the propensity to become self-employed and utility is a reasonable one. 6
When using the propensity to become self-employed in the near future as an inverse indicator for satisfaction with the job, workers in the middle relative wage positions (ranging from 0.60 to 0.73) should be most satisfied with their jobs. As argued earlier, workers at the bottom of the wage distribution might be concerned about their relative standing, which, then, might introduce dissatisfaction (i.e., low utility) with the current job. The lack of career advancement opportunities, in turn, might translate into low satisfaction with the job for workers at the top of the wage distribution. Subsequently, random-effects ordered probit estimation was conducted where individual satisfaction with the job was utilized as the dependent variable to prove the validity of these hypotheses. Note that 40 observations have were dropped from the analysis because of non-response. The Breusch-Pagan Lagrange multiplier test adverted to individual effects at the 1 percent level. Hence, individual random-effects ordered probit estimation was applied.
Insert Table 7 about here The results for the linear effects of the relative wage positions are presented in Specifications
(1) to (4) in Table 7 . The estimated coefficients were non-robust across specifications because Specification (3) describes that workers in higher positions are less satisfied with their jobs. This is in favor of the signal effect, but should not be overemphasized because of the statistical insignificance. Specifications (1), (2), and (4) exhibit positive coefficients for the relative wage position, which is in favor of the status effect. Workers in higher relative positions seem to be more satisfied with their jobs. According to Specifications (4) to (8), presented in Table A .3, an inverse U-shaped effect is shown for the relative wage positions. This result supports the main assumption that the start-up effort is likely to be an inverse measure for satisfaction with the job. Note that, the effect of range it,pos is not statistically significant, whereas range 2 it,pos is significant in Specification (7). ). To answer the hypothesis that the most satisfied workers could be found in the relative wage positions within 0.60 and 0.73, the corresponding maximum values of measures for the relative standing were calculated. The corresponding effects of rank it,pos , rank it,pos,f size , range it,pos , and range it,pos,f size reveal maximums at 0.61, 0.65, 0.58, and 0.84, respectively.
Thus, the explanation that workers who are most satisfied with the job are less likely to plan self-employment is supported. Furthermore, the assumptions used to derive the hypotheses, which basically rely on satisfaction with the job, are found to be reasonable.
Finally, Table 7 allows to discuss the results of Benz and Frey (2008) with respect to the determinants of self-determination presented in Ryan and Deci (2000) . With respect to the need to be respected within social groups, the measures for the relative wage positions adverted to complex effects because workers with very low relative standing and workers in very high relative positions obtain lower utility in the job than workers who are able to conduct upward as well as downward comparisons. The effect of the degree of autonomy did not reveal any distinctive relationship with job satisfaction. Individual competence, which is approximated by hierarchical positions, showed that workers without allowance for guidance were significantly less satisfied when compared with those performing managerial tasks. Lastly, it is to note that the absolute wage was positive in all of the presented specifications, but was, in terms of statistical significance, of more importance in the equations with job satisfaction as dependent variable.
Conclusion
This study employed unique German data to examine the effect of relative wage positions on the propensity to become self-employed in the next two years. It has been found that 20 [20; 200[ [199; 2000[ ≥ 2000 Number of observations 1,571 2,213 1,665 1,762 Table 3 : Absolute wage and definition of variables for relative wage position. By position By position and workforce (see Table 1 ) (see Tables 1 and 2) w it ln(gross earnings from work last month) it Log of gross wage of individual i in wave t rank it rank it,pos = 
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(1) -13927.761 -13927.51 -13927.778 -13925.076 -13921.572 -13924.343 -13925.816 -13922.344 Number Standard errors in parentheses.
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